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Benelux Economic Union Treaty 


The Benelux Economic Union Treaty, which is intended 
to codify the results already achieved in unifying the 
economies of the three participating countries, will be 
submitted to the Inter-Parliamentary Benelux Council in 
October and may be signed at The Hague before the end 
of 1957. The first part of the Treaty includes all the pro- 
visions relating to the unrestricted exchange of goods, 
services, and payments,.the status of persons, etc. It is 
provided that the contracting countries shall alter their 
exchange parities only by common accord. 


The second part of the Treaty confers an organic legal 
status upon the Benelux institutions, the Commitiee of 
Ministers, the Inter-Parliamentary Advisory Council, the 
Committees and Special Committees, the Secretariat Gen- 
eral, the Joint Services, the Arbitration Committee, and 
the Economic and Social Council. Transitional provi- 
sions prescribe the time limits for adjustments in certain 
sectors of industry and commerce, administrative depart- 
ments, professions, etc., and envisage the creation of a 
fund to facilitate such adjustments. The Treaty will be 
operative for 50 years and may be extended by 10-year 
periods. It relates solely to the European territories of 
the contracting countries, but Belgium and Holland re- 


Europe 
Quarterly Estimates of U.K. National Expenditure 


Personal expenditure, at current prices, in the United 
Kingdom has increased steadily since the middle of last 
year, the increase amounting to 3-4 per cent. On the 
other hand, when measured at constant prices, it fell 
slightly in the third quarter of last year, compared with 
the third quarter of 1956, but in the fourth quarter it 
resumed its slight upward movement; and in the second 
quarter of this year, the upward movement became more 
marked. Capital expenditure, at constant prices, in the 
first half of this year was 4 per cent higher than in the 
first half of 1956; this compares with an increase of 5 per 
cent between 1955 and 1956 and of 6 per cent between 
1954 and 1955. Exports of goods and services, measured 
at constant prices, in the first half of this year were 
between 1 and 2 per cent higher than in the correspond- 
ing period last year, while public authorities’ current 
expenditure on goods and services fell slightly. 

To match these changes in expenditure, both the gross 


serve the right to have provisions inserted relating to 
their overseas territories. 

Since the abolition on January 1, 1948 of customs 
duties on exchanges between Belgium-Luxembourg and 
the Netherlands, several further steps have been taken to 
convert the customs union into an economic union. Ex- 
changes of capital have been gradually liberalized, and 
liberalization has been applied to imports to the extent 
of 97 per cent calculated on the basis of private imports 
in 1948. Excise duties have been abolished on a number 
of goods. Discrimination in awarding public tenders was 
abolished on July 6, 1956, and a treaty of mutual assist- 
ance in the collection of tax arrears came into force on 
November 8, 1956. An interim labor agreement, designed 
to facilitate the exchange of manpower, was signed on 
March 20, 1957. However, a number of important prob- 
lems still await solution; these include the evening up of 
the incidence of taxation, the unification of excise duties, 
waterways problems, the integration of agriculture, the 
coordination of economic and countercyclical policy, and 
the inequality created by the law on the establishment of 
businesses. 

Source: Kredietbank, Weekly Bulletin, Brussels, Belgium, 
‘September 28, 1957. 


domestic product and imports of goods and services were 
5 per cent higher in value. It is estimated that about 2 
per cent of the increase in the gross domestic product was 
a real increase and that about 3 per cent was due to higher 
costs (wages, salaries, gross profits, etc.) per unit of 
output. These changes may be compared with an increase 
of 8 per cent in the gross domestic product between the 
years 1955 and 1956, of which about 14% per cent was 
a real increase. 


Source: Central Statistical Office, Economic Trends, Lon- 
don, England, October 1957. 


Bank Reserve Requirements in the Netherlands 


The percentage of deposit liabilities that banks in the 
Netherlands must hold in noninterest-bearing cash bal- 
ances at the Netherlands Bank was reduced from 6 per 
cent to 4 per cent on October 22. In the months ahead, 
the liquidity position of the banks will be subject to 
further pressure beceuse of the large tax payments usually 
effected during this time of the year and the subscription 
to the national housing loan (see this News Survey, 





146 


Vol. X, p. 139). Subscriptions to the latter amounted to 

f. 394 million. The reduction in minimum reserve require- 

ments will alleviate somewhat the strain on the already 

tight money market. 

Source: Nieuwe Rotterdamse Courant, Rotterdam, Neth- 
erlands, October 21, 1957. 


Proposal for Nordic Customs Union 


A committee of the Nordic Economic Council has sub- 
mitted a report to the Governments of Denmark, Finland, 
Norway, and Sweden proposing a Nordic customs union 
that, to a large extent, could be put into operation next 
year. According to the proposal, customs duties and 
quantitative restrictions would be abolished for 80 per 
cent of the goods traded among the Scandinavian coun- 
tries. Goods not included in the common market are most- 
ly agricultural products, fish, textiles, shoes, some ceram- 
ies, glass, and iron and metal products. 

The report also contains the following proposals: 
(1) Common Nordic customs tariffs vis-a-vis countries 
outside the union should be established, the average level 
of customs duties to be 3.7 per cent. For manufactured 
goods the duty should, in general, not exceed 10 per cent. 
(2) Cooperative use of the productive facilities in the 
Nordic countries should be intensified. There should be 
extended cooperation in particular in the iron and steel 
industry, in the fields of electric power and building 
materials, and in the machine and chemical industries. 
(3) A Nordic investment bank should be established. 
Loans should preferably be raised in non-Scandinavian 
countries. The bank’s capital should be $300 million, of 
which $100 million should be in cash. Sweden should 
contribute $85 million of the cash payment and, in addi- 
tion, should place a loan of $12 million at the disposal 
of the bank. 

The report will be discussed at the meeting of the 
Nordic Council in Oslo, which was originally scheduled 
to take place next February but may be postponed. 
Source: Svenska Dagbladet, Stockholm, Sweden, Octo- 

ber 22, 1957. 


Mechanical Woodpulp Production in Nordic Countries 


Woodpulp mills in Sweden, Finland, and Norway have 
agreed to stop production for 14 weeks next year. The 
decision, which was voluntary, was taken because of the 
increasingly difficult marketing situation. Each company 
will be free to choose the way by which it will cut its 
production. 

Because of expanded facilities, production of mechan- 
ical woodpulp in the Nordic countries has increased; at 
the same time, however, consumption in the principal 
markets—England, France, the Netherlands, and’ Bel- 
gium—has remained unchanged. Since mechanical wood- 
pulp will deteriorate if stored ever a long period, a tem- 
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porary cessation of production is deemed necessary. It is 

expected that, in most cases, the workers involved. will 

be employed in other fields of production by the same 

companies. 

Source: Svenska Dagbladet, Stockholm, Sweden, Qcte 
ber 22, 1957. 


Finnish Economic Situation 


In its latest economic survey, the Finnish Ministry of 
Finance summarizes the prospects for the immediate 
future. An expected tightening of export markets and the 
increased competition on the domestic market are im- 
portant factors for determining the economic policy that 
must be followed. In addition to the main goals to be 
attained—maintenance of the value of the currency, in- 
creased production, and high employment—there is now, 
an added goal, namely, maintenance of the liberalization 
of foreign trade. Therefore, it is more important than 
ever to have an economic policy that prevents all increases 
of nominal wages beyond the limit set by the increase in 
production, or at least holds them to that amount. 

Against a background of stagnating world production 
and a fall in raw material prices and freight rates, Fin- 
land’s terms of trade have deteriorated by 16 per cent 
since the last quarter of 1955. The unit value of exports 
has fallen from 108 to 104 during the last two years, 
while the unit value of imports has increased from 101 
to 116 (1954=100). 

Until the end of last year, the products of the chemical 
woodpulp industry were in such great demand that it was 
possible to maintain export production in spite of the 
fact that the cost level in Finland was higher than the 
market prices and the import prices warranted. Since 
the devaluation of the markka at mid-September (see this 
News Survey, Vol. X, p. 89), the Finnish cost level is 
considered as corresponding to the price and cost levels 
abroad. 

The paper and carton production in the world, and 
especially’ in the United States and Canada, increased’ 
substantially in 1956 and 1957, and this may disrupt the 
relationship between supply and demand for these goods. 
Even if the consumption of paper is increasing con- 
tinuously, the Finnish export industry will have to face 
a substantially harder competition on the large consumer 
markets. 

In recent years, production of sawn goods has suf- 
fered primarily from the high domestic cost level. Even 
if there is no substantial change or increase in supply 
on the world market, a substantial improvement in the 
world market picture for sawn goods cannot be expected. 
The market for plywoods has been stabilized to some 
extent, and this year’s exports are expected to increase 
to some 260,000-265,000 cubic meters, which are higher 
than last year’s exports but i than’ the en for the 
past few. years. 





INTERNATIONAL FINANCIAL News Survey, November 1, 1957 


The automatic licensing procedure for imports, which 
became effective October 1 and which includes 75 per 
cent of Finnish imports from the West European coun- 
tries (1954 basis), may be expanded before the end of 
the year and changed in such a way that licensing ‘may 
be abolished. Although the domestic market is relatively 
small, the freer imports open possibilities for attempts by 
foreign producers to conquer a larger part of ‘the domes- 
tic market. This would increase competition for the 
domestic industries at the same time that their prices of 
imported raw materials and certain other costs would 
increase. 

New collective wage agreements concluded during the 
third quarter of the year follow, in the main, the recom- 
mendations made in the stabilization program (see this 
News Survey, Vol. TX, p. 311). They contain a two-thirds 
compensation clauses i.é.; wages will be raised ‘by 4 per 
cent when the cost of living index reaches 130 (Octo- 
ber 1951=100), and by a further amount, making a total 
increase of 7 per cent, when the index reaches 136. Most 
of these agreements expire at the end of 1958. The 
cost of living index is likely to reach 130 after the turn 
of the new year, and wages will then have to be raised. 
Source: Hufvudstadsbladet, Helsinki, Finland, Octo- 

ber 23, 1957. 


West German Exchange and Trade Position 


In the last week of September, net foreign exchange 
holdings of the Deutsche Bundesbank declined—for the 
first time since 1956—by DM 42 million. But figures for 
the first week of October showed a renewed rise, amount- 
ing to DM 231 million; this was due to an increase of 
DM 96 million in assets and a decline of DM 135 million 
in liabilities. 

West Germany’s net surplus with EPU was again very 
high in September, amounting to $236.6 million (see this 
News Survey, Vol. X, p. 138). It received $177.4 million 
in settlement and was credited for the remainder, thus 
inereasing its ‘total claim on EPU ‘to $1,013.4 million. 
Although still considerable, the September surplus was 
$44.2 million less than the August surplus, which may 
indicate a slackening of speculation in the foreign ex- 
change markets toward the end of September. 

West Germany’s foreign trade in September was less 
than in August, as imports remained practically un- 
changed, at DM 2,587 million (US$616 million), whereas 
exports declined by 7 per cent, to DM 2,868 million 
(US$683 million). The trade surplus fell to DM 281 
million, from DM 499 million in August. In comparison 
with September 1956, imports increased by 8 per cent 
in September of this: year, and exports by 9 per cent; 
these rates of increase were smaller than those of preced- 
ing months. Figures now available on the composition 
of foreign trade in) the: first eight months of 1957*show 
that the increase in imports of finished products especial- 
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ly, and also in imports of raw materials, was greater than 
the over-all increase in imports, which amounted to 16 
per cent. Among exports, the sharpest increase’ was in 
finished products. 

The regional structure of German foreign trade shows 
some changes that have been attributed to present pay- 
ments problems. The trade surplus with EPU member 
countries for the eight-month period’ was DM’ 49 billion; 
compared. with a surplus of DM 3.1 billion in, the same 
period of 1956 and of DM 1.5 billion in the correspond- 
ing period of 1955. Trade with so-called “Beko Mark- 
Agreement Countries,” i.e., with the group of countries 
with which payments are carried out on the basis of 
partly convertible deutsche mark, shows a change from 
a deficit of DM 21 million to a surplus of DM 415 mil- 
lion. Trade with countries of the freely convertible area, 
on the other hand, shows a deficit that is even larger than: 
that in preceding years. West German imports of DM 6.1 
billion (1956: DM 4.4 billion) and exports of DM 3.1 
billion (1956: DM2.5 billion) vis-a-vis the dollar area 
resulted in a trade deficit of DM 3 billion in the first eight 
months of 1957, compared with deficits of DM 1.9 bil- 
lion a year earlier, DM 1.1 billion two years earlier, and 
merely DM 341 million three years earlier. Imports from 
the dollar area—particularly from the United States— 
thus replaced imports from the EPU area to some extent, 
as is reflected in the extreme creditor position of West 


Germany in the EPU. 


Sources: Frankfurter Allgemeine Zeitung, October 15, 
1957, and Deutsche Bundesbank, Aiiszuge aus 
Presseartikeln, October 21, 1957, Frankfurt am 
Main, Germany; Neue Ziircher Zeitung, Ziirich, 
Switzerland, October 20, 1957. 


Middle East 
Nile Water Negotiations 


The Sudan Government has announced that a ‘delega- 
tion headed by the Prime Minister’ will visit’ Cairo ‘in 
November to resume discussions with the Egyptian Gov- 
ernment over the Nile waters. The object of the discus- 
sions, which were interrupted early in\1956, is to-arrive 
at a new agreement, to replace that concluded in 1929, 
for the division of the unutilized surplus of Nile waters. 
Such an agreement will be required before the Sudan can 
complete the Managil Scheme for the extension of the 
Gezira area or obtain foreign capital for the purpose. 
Source: Information Centre of the Republic of the Sudan, 


News Bulletin, Khartoum, Sudan, October 14, 
1957. 


Egypt's Cofton Crop 


Egypt’s cotton crop fer the 1956-57 season,’ which 
ended on August 31, amounted to 7,230,279 kantars 
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(1 kantar=99,05 pounds). Since the carry-over at the 
beginning of the season was 932,470 kantars, the total 
available during the year was 8,162,749 kantars. Of this 
total, 2,016,712 kantars were sold to local industries and 
5,144,617 kantars were exported, thus leaving a carry- 
over of 1,001,420 kantars for the 1957-58 season. Ex- 
ports to East European countries and Mainland China in 
1956-57 amounted to 53 per cent of the total, compared 
with 39 per cent during the previous season. Exports to 
France and the United Kingdom dropped sharply, while 
exports to the United States remained unchanged. 

The first official estimate of the 1957-58 cotton crop 
was 8,150,000 kantars of ginned cotton plus 143,000 
kantars of scarto. This compares with 7,201,000 kantars 
of ginned cotton, the first estimate of the 1956-57 crop. 
Estimates of output per variety indicate a considerable in- 
crease in long-staple Karnak, Menoufi, Giza 45, and the 
short-staple, Ashmouni, and a slight decrease in medium- 
staple varieties. 


Sources: Middle East Economic Digest, London, England, 
October 11 and 18, 1957. 


Industrialization in Iraq 


The Government of Iraq has decided to carry out a 
six-year industrialization scheme prepared by the firm of 
Arthur D. Little, Inc., of the United States, in cooperation 
with the International Cooperation Administration (ICA). 
The program requires total investment by the Government 
of $120 million to be augmented by additional private 
investment. It is divided into four stages of 18 months 
each, and it will include the establishment and expansion 
of a wide range of industries, with emphasis on textile 
mills, a sulphur extraction plant, a paper plant, by- 
products of dates, dairy products, steel rolling mills, a 
fertilizer plant, and plants producing building materials. 
Source: Middle East Economic Digest, London, England, 

September 1957. 


Oil Production in Iran 


For the first time since the petroleum industry in Iran 
was nationalized in 1951, production has surpassed the 
rate that had prevailed prior to nationalization. During 
the six-month period, February-July 1957, output 
amounted to 16.91 million long tons, compared with the 
previous highest six-month total of 16.57 million long 
tons attained in March-August 1950. At the present rate 
of production, the consortium will easily reach the 35 
million cubic meters specified in the oil agreement with 
the Iranian Government. 

Last June, the oil consortium increased by 13 cents per 
barrel its Persian Gulf posted price for crude oil. At the 
rate of production prevailing in June, this would mean 
additional income to Iran of about $10 million in 1957. 
Payments by the consortium to Iran in the second quar- 
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ter of 1957 amounted to $50 million, compared with 

$45 million in the first quarter. 

Source: Middle East Economic Digest, London, England, 
October 25, 1957. 


Far East 


India’s Finance Minister stated in London on Octo- 
ber 16 that the rate at which India will utilize its sterling 
balances will depend upon the amount of available for- 
eign assistance. Under the Second Five-Year Plan, India 
has entered firm commitments requiring £1 billion 
(US$2.8 billion) of foreign exchange; these will be 
concentrated heavily in the next 18 months. Moreover, 
he said, foreign exchange expenditure on military items, 
necessary for India’s defense, imposes an additional con- 
siderable strain. It is estimated that the foreign exchange 
deficit in this period will be £170-180 million ($476-504 
million). 

The latest import cuts (see this News Survey, Vol. X, 
p. 124) have decreased imports to the irreducible mini- 
mum, and no new commitments will be made unless 
additional funds are forthcoming. The Plan will not be 
extended, the Minister declared, but, if necessary, cuts 
will be made—have, in fact, already been made—mainly 
in the public sector in respect of fertilizer plants, heavy 
machinery, power development programs, etc. The Min- 
ister believes that the present time is not suitable for 
floating a loan in either London or New York. 

As of October 18, the Reserve Bank of India’s sterling 
balances totaled Rs 3,305 million ($694 million): Issue 
Department, Rs 3,117 million and Banking Department, 
Rs 188 million. It is reported that the Government pro- 
poses to introduce legislation in the next session of Par- 
liament, which commences November 11, with a view to 
amending the Reserve Bank of India Act and reducing 
the minimum currency cover requirement in respect of 
Issue Department holdings of foreign securities, now 
fixed at Rs 3 billion. It is also reported that the amend- 
ing bill may fix the minimum requirement at Rs 1 billion 
(see this News Survey, Vol. X, p. 69). 

Sources: The Financial Times, London, England, Octo- 
ber 17 and 19, 1957; Statement of Affairs of 
the Reserve Bank of India, Bombay, India, Oc- 
tober 22, 1957. 


Export-Import Bank Loan fo Indian Company 


The Export-Import Bank of Washington announced on 
October 21 the extension of a credit of $1.8 million to 
the National Rayon Corporation of Bombay. The credit 
will assist approximately 25 U.S. suppliers in the sale of 
machinery, equipment, and technical services to the Cor- 
poration for the manufacture of rayon tire cord. 

Under the technical supervision of Rayon Consultants, 
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Inc., of New York, the Corporation will erect and equip 
a $5 million factory. This will provide a new industry 
for India and also make possible, for the first time, 
domestic output of rayon tire cord, which is presently 
being imported at the rate of approximately $2.5 million 
per year. 

The Corporation will purchase about $3 million worth 
of machinery and equipment in the United States. For 
the purchase, the Corporation will make a cash payment 
of 20 per cent; U.S. suppliers will finance 20 per cent; 
and the Export-Import Bank credit will supply the remain- 
ing 60 per cent. The credit is guaranteed by the Bank 
of Baroda, Limited, Bombay, and will be repayable in six 
semiannual installments. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., October 21, 1957. 


Increase in Ceylon’s Food Imports 


Ceylon’s imports of rice, flour, and sugar in the first 
half of 1957 totaled Rs 215 million (US$45 million), an 
increase of Rs 45 million (US$9.5 million) over the 
corresponding period of 1956. Rice imports this year 
amounted to 252,000 tons at a cost of Rs 130 million, 
against 163,000 tons costing Rs 96.5 million in the first 
six months of 1956. Imports of flour decreased by 4,000 
tons, to a total of 99,000 tons, but the total cost, Rs 46 
million, was Rs 7 million more than in the first half of 
last year. Similarly, sugar imports, totaling 62,000 tons, 
were smaller by 10,000 tons, but the cost—nearly Rs 40 
million—showed an increase of Rs 6 million. 


Source: Ceylon Daily News, Colombo, Ceylon, Septem- 
ber 17, 1957. 


Expansion of Farmers’ Cooperatives in Thailand 


The Government of Thailand has announced plans to 
expand cooperatives, under government sponsorship, in 
order to assist farmers to own and to improve land hold- 
ings. The plans call for the expansion of credit societies 
to assist farmers to repay past debts and to purchase 
lands; land improvement societies to bring farmers to- 
gether in groups for irrigation, fertilization, mechaniza- 
tion, and other similar projects; and colonization socie- 
ties for the opening up of new lands, with settlers even- 
tually becoming owners of the land settled. An estimated 
budgetary allotment of more than 1.5 million baht is con- 
sidered necessary for the project in 1958, and more than 
2.3 million baht in 1959. 

At present, there are several cooperatives of various 
types throughout the country—credit and marketing co- 
operatives, consumers’ cooperatives, colonization coopera- 
tives, land hire-purchase cooperatives, land improvement 
cooperatives, etc. 

Source: The Bangkok Post, Bangkok, Thailand, July 29, 
1957. 


Federation of Malaya Becomes Member of GATT 


The Federation of Malaya was elected the thirty- 
seventh contracting party to the General Agreement on 
Tariffs and Trade on October 25. The application for 
membership was sponsored by the United Kingdom. 


Source: The Times, London, England, October 25, 1957. 


Taiwan's Per Capita Income 


Per capita income in Taiwan is reported to have in- 
creased from NT$1,485 in 1952 to NT$2,581 in 1956. 
This represents an increase of 40 per cent after price 
increases are taken into account. Agricultural output in 
1956 was 120 per cent more than in 1952, and industrial 
output had increased by 153 per cent. 


Source: Chinese News Service, Press Release, New York, 
N.Y., October 22, 1957. 


Japan's Foreign Exchange Accounts 


The Japanese Government reports that the foreign 
exchange accounts of Japan for the first half (April 
through September) of the current fiscal year showed a 
deficit of $494 million; receipts amounted to $1,819 mil- 
lion and payments to $2,313 million. Thus there was a 
deterioration of $400 million from the preceding six 
months, when receipts totaled $1,706 million and pay- 
ments $1,800 million. When allowance is made for 
a decline of $136 million in the deferred payments bal- 
ance for credit facilities to finance imports, the actual 
deficit in the April-September period would be $358 


million. 


Earnings from commodity exports in the April- 
September period this year aggregated $1,369 million, a 
7 per cent ($90 million) increase over the preceding six 
months. The increase over the previous six months had 
been 14 per cent in the October 1956-March 1957 period, 
and 24 per cent in the April-September 1956 period. The 
decrease in the rate of expansion was due particularly to 
declining exports of iron and steel products and non- 
ferrous metal goods, which more than offset an increase 
in exports of ships, cotton goods, and rayon products. 


Receipts from invisible transactions, at $450 million 
in April-September, were $21 million more than in the 
preceding six months; special procurement orders ac- 
counted for $289 million (an increase of $1 million). 
The increase of $21 million resulted mainly from in- 
creased earnings from marine transportation. Under the 
category of special procurement earnings, overseas sales 
through ICA funds expanded by $3 million, to $75 


million. 


Foreign exchange payments for commodity imports 
began to fall after July, when they reached a postwar 
high of $367 million. Yet, generally speaking, they were 
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at an extremely high level throughout the April-September 
period, amounting to a total of $2,006 million, which was 
as much as 3] per cent ($475 million) higher than in 
the previous six months and. 60 per cent ($755 million) 
above the corresponding period in the previous fiscal 
year. The growth in commodity imports is attributable 
primarily to an over-all expansion in such industrial raw 
materials and products as iron and steel, textile materials, 
machinery, -petroleum, and coal. Among foodstuffs, 
sugar and soybean imports rose considerably, while rice 
imports decreased. 

Payments on account of invisibles were $38 million 
more than in the previous six months, reaching $307 
million. Increased payments for marine transportation 
and other payments resulting from the expansion of the 
trade scale of the nation were largely responsible for the 
intrease, Consequently, there’ Was’a ‘surplus of $143' mil- 
lion on account of invisibles in the April-September 
period. 

With the dollar area Japan had a deficit of $247 mil- 
lion, and with the sterling area a deficit of $266 million; 
with the open account area there was a surplus of $19 
million. 

Source: The Bank of Tokyo, Weekly Review of Economic 


Affairs in Japan, Tokyo, Japan, October 19, 
1957. 


Indonesian Exchange Certificates 


Prices of Indonesian export certificates rose from 230 
per cent of the nominal official basic exchange rate 
(Rp 114=US$1).on August 30 to 245 per cent on 
October 5.and 255 per cent on October 8; the price was 
252 per cent on October 16. Importers have expressed 
concern at the increase, but the Minister of Finance has 
stated that the Government has no intention of revising 
the exchange system, as the foreign exchange position has 
improved since the simplified system was introduced (see 
this News Survey, Vol. IX, p. 402,.and Vol. X, p: 77). 

Gold and convertible foreign currency reserves totaled 
Rp 2,401 million on October 9, an increase of Rp 45 mil- 
lion from the previous week. The monetary cover ratio 
was 14.59 per cent on October 9, or 0.08 per cent higher 
than a week earlier. 

Sources: Indonesian Observer, Djakarta, Indonesia, Oc- 
tober 14 and 16, 1957. 


United States and Canada 


U.S. Business Condifions 


The U.S. gross national product (GNP) ;rose to a 
seasonally adjusted annual rate of $439 billion in the 
third quarter, compared with $434.3 billion in the sec- 
ond quarter of this year, according .to preliminary esti- 
mates of the Council,of Economic Advisers.; All, major 
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economic sectors, except net foreign investment and fed- 
eral spending for national security, contributed to; the 
rise. Net foreign investment has fallen in every quarter 
this year, but this is the first! time since the fourth quar- 
ter of 1955 that national .security expenditures ‘have 
dropped. Federal Government purchases of goods} and 
services fell from $51.1 billion in the second quarter to 
$50.8 billion in the third quarter, reflecting entirely a 
reduction in spending for national security. Meanwhile, 
total government expenditures for goods and. services, 
including those of state and local governments, rose by 
$300 million, to an annual rate of $87.2 billion. Personal 
consumption expenditures continued to rise, expanding 
by $4.3 billion, to a $283.2 billion annual rate, and gross 
private domestic investment rose by $500 million, to $65.5 
billion in the third quarter. 

The Federal Reserve Board’s seasonally adjusted index 
of industrial production averaged 144 (1947-49=100) in 
the third quarter, compared with 143 in the second quar- 
ter of this year. In September the index was 144, one 
point below the August figure and the same as in Sep- 
tember 1956. 

Private housing starts in September were maintained 
at a seasonally adjusted annual rate of close to one mil- 
lion units. Outlays for new construction rose further, to 
a record seasonally adjusted annual rate of $48.2 billion, 
and were 4 per cent above a year earlier. Public con- 
struction generally increased, and private residential ac- 
tivity continued to expand from the reduced level reached 
in the second quarter. 


Total civilian employment (Census data) declined 
somewhat in September to a seasonally adjusted level of 
64.8 million, as students quit temporary jobs. Total 
unemployment, which usually changes very little at this 
time of the year, increased slightly to 2.9 million (sea- 
sonally adjusted) in September, representing a seasonally 
adjusted unemployment rate of 4.3 per cent of the labor 
force. Weekly earnings of factory workers were slightly 
higher as hourly earnings increased by’one cent, to $2.08. 

The general level of wholesale commodity prices de- 
clined somewhat between mid-September and mid- 
October, reflecting mainly seasonal decreases in farm 
products and foods. Among industrial commodities, 
prices of basic materials declined further. Steel scrap 
prices dropped sharply, and there were decreases in lead, 
hides, wool, and some cotton textiles. Meanwhile, prices 
of some finished products were advanced. The consumer 
price index rose somewhat further in August, to 121 per 
cent of the 1947-49 average, compared with 120.8 in the 
preceding month. 

Total credit at city banks increased by $1.6 billion in 
the four weeks ended October 2, reflecting bank acquisi- 
tions of new treasury securities and a seasonal growth 
in loans, Loans to business rose substantially im mid- 
September, owing in part to borrowing for income tax 
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payments, but they subsequently declined. Loans to brok- 
ers and dealers for purchasing or carrying securities also 
increased, Average net borrowed reserves of Federal Re- 
serve member banks were $440’ million in the four weeks 
ended October 9; about the same amount as in the preced- 
ing four weeks. Between early September and early 
October, reserves supplied largely through Federal Re- 
serve purchases of U.S. Government securities under re- 
purchase contracts and through return currency flows 
were about absorbed by increases in’ required reserves. 


Sources: Board of Governors of the Federal Reserve 
System, National Summary of Business Condi- 
tions, October 15, 1957, and Department of 
Commerce, Labor Force, October 1957, Wash- 
ington, D.C.; The Wall Street Journal, New 
York, N.Y., October 24, 1957. 


t . 


U.S. Foreign Aid in Fiscal Years 1957 and 1958 


U.S. aid to foreign countries in the fiscal year ended 
June 30, 1957 amounted to about $4.75 billion. This 
was 7 per cent less than in the preceding year and about 
the same as in fiscal 1955. A 20 per cent decline; to $2.4 
billion, in deliveries under. military grant programs was 
the major factor in the 1957 decrease in total. aid. 
Other grants, at $1.7 billion, were about the same’ as in 
fiscal 1956, while repayment of silver borrowed by India 
and Pakistan under lend-lease arrangements was respon- 
sible for the larger excess of $208 million for credit re- 
payments over new disbursements. Total nonmilitary 
aid was about 13 per cent more than in fiscal 1956, ow- 
ing mainly to a doubling of assistance in the form of an 
accumulation of foreign currencies obtained from the sale 
and export of U.S. surplus farm commodities. Farm 
products accounted for one half of nonmilitary assistance 
transfers in fiscal 1957. About 35 per cent of the $4.7 
billion of farm exports was financed by the assistance 
programs. 

Military aid to Western Europe and dependent aréas 
fell by almost $600 million, or one third, to $1.2 billion 
in fiscal 1957. Although aid of this type to Asia and 
Africa also fell slightly, it accounted for a larger pro- 
portion of the total than a year earlier. The decline in 
net nonmilitary aid to Western Europe and dependencies 
was due largely to repayments on previous loans. Aid to 
Asia and Africa rose by one fifth, owing mainly to large 
increases to Korea, Viet-Nam, Pakistan; Turkey, and 
Indonesia. With the exception of Viet-Nam, U.S. surplus 
farm product sales were an important part of the larger 
aid to these countries. 


For the fiscal year 1958, a’ Department of ‘Commerce 
survey indicates some important shifts in the cComposi- 
tion of; U.S. foreign’ assistance programs. Military aid 
may not equal the $2.4 billion utilized ‘in fiscal 1957. 
Deliveries: ‘of «military supplies purchased abroad wider 
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offshore procurement contracts: are expected to undergo 
a proportionately greater decline than domestic pur- 
chases. Sales of farm products for foreign currencies are 
expected to decline somewhat from the $1.4 billion rate 
of fiscal 1957. Long-term loans will become a more sig- 
nificant factor in total aid. The geographical flow of aid 
will continue to shift to the developing and newly inde- 
pendent countries of Asia and Africa. 
Sources: The Journal of Commerce, New York, N.Y., 
October 23, 1957; Department of Commerce, 
Press Release, Washington, D.C., October 28, 
1957. 


Canadian Exchange Reserves 


Official Canadian holdings of gold and U.S. dollar 
exchanges which were $1,936 million at the end of 1956, 
rose to a peak of $1,973 million at the end of July 1957 
and then were reduced by $30 million in August and 
$53 million in September. These sales had the effect of 
providing the Treasury with extra cash that it may use 
for expenditures, especially for refinancing government 
loans maturing next month; they also tended to ease the 
restraint on the financial markets. It is reported that the 
Government had considered official reserves to be too 
high, but that action to reduce them was deferred until 
the demand for Canadian dollars in foreign markets 
eased somewhat. It has been explained that these reduc- 
tions imply no change in Canadian official policy, which 
continues to be one of nonintervention in foreign ex- 
change markets, except “to lean against the wind to mod- 
erate any excessive fluctuations.” The premium on the 
Canadian dollar (in terms of U.S. currency), which had 
risen to a record high of more than 6 per cent on Au- 
gust 20, declined subsequently to a low of 3.0 per cent 
on October 8, and was about 4.0 per cent on October 25; 
the decline from the August high accompanied a decrease 
in the heavy flow of U.S. capital into Canada. On 
October 30, the premium was 4.31 per cent. 


Sources: The Globe and Mail, Toronto, Canada, Octo- 


ber 24, 1957; The Journal of Commerce, New 
York, N.Y., October 29 and 31, 1957. 


Latin America 


Economic Developments in Mexico 


Mexican. ‘exports in’ July showed *the usual ‘seasonal 
increase from the June figure, but the increase in imports 
was almost as much; therefore, the trade deficit remained 
at the equivalent of about US$50 million. For the first 
seven months of 1957, the value of imports was $672.5 
milion, exports were $386.7 million, and the trade deficit 
was $285.8 million; the deficit for the corresponding 
period ih 1956 was $86.3 million. About 50 per cent of 
the trade’ deficit this ‘year’ was offset by net foreign 
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exchange receipts from tourism and border transactions, 
which amounted to $141.8 million. The United States 
continued to be the main market for Mexican exports as 
well as the main source of its imports. In the first five 
months of 1957, the United States took 62.7 per cent of 
Mexico’s exports and supplied 78.5 per cent of its im- 
ports. 

Gold and foreign exchange reserves of the Bank of 
Mexico on August 30 were approximately the same as a 
year earlier (see this News Survey, Vol. X, p. 128), but 
$62 million less than at the close of 1956. Prospects for 
an increase during the rest of this year are favorable, but 
whether an influx similar to that of 1956 will occur 
depends not only on foreign trade developments but also 
on the foreign credits that Mexico may obtain. 

Currency in circulation increased at an annual rate 
of 8 per cent, and checking deposits at a rate of 14 per 
cent, in August. The volume of credit of banks other 
than the Bank of Mexico remained the same as in July; 
credit outstanding of the Bank of Mexico showed a reduc- 
tion toward the end of the month, probably because of 
repayments of some wheat credits granted in May and 
June. On the whole, monetary and credit developments 
show a rising tendency, in line with the seasonal pattern, 
but without being inflationary. 

In the first half of 1957, federal revenues exceeded 
expenditures by 266 million pesos. The surplus, although 


less than last year, was obtained despite a 10 per cent 


increase in expenditure. The Government has an- 
nounced that some revision will be made in fiscal and 
banking legislation to improve collection procedures, but 
that no new taxes will be levied or tax rates increased. 

Prices continued to increase in August. The Bank of 
Mexico reports that wholesale prices increased by 8.7 
per cent between October 1956 and August 31, 1957. 
The August index was 5.9 per cent above the average 
for the first quarter, 3.3 per cent above the second quar- 
ter average, and 1.7 per cent above the July index. 

A substantial improvement in agriculture was notice- 
able in August as a result of heavy rains in that month 
which broke the long-continued drought in most of the 
country. It was, however, too late to save much of the 
corn crop, which is in very short supply. Corn prices 
have soared to a new high and are quoted higher than 
the price of wheat in Mexico City. A total of 230,277 
metric tons of corn was imported between the beginning 
of the year and the end of July, financed in part from 
the U.S. surplus agricultural products. 

Production of the four principal mineral products in 
the first six months of this year was substantially greater 
than in the first half of 1956. Zinc increased by 7 per 
cent, lead by 5 per cent, copper by 15 per cent, and 
silver by 11 per cent. Exports of these minerals also 
increased—lead by 13 per cent, zinc by 11 per cent, and 
copper and silver by 10 per cent each. The export of 
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natural gas to the United States was started in August. 
The contract with the Texas Eastern Transmission Cor- 
poration calls for the delivery of up to 200 million cubic 
feet of dry gas per day. The initial 115 million cubic feet 
will produce an estimated income of $6 million a year. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., October 14, 1957. 


Other Countries 


South African Import Controls 


The South African Director of Imports and Exports 
has stated that import control cannot be completely 
abolished. Next year, only 8 per cent of total imports 
will continue to fall under quota headings; and 20 per 
cent will be allowed into the country without permits. 
While the remaining 72 per cent will still require import 
permits, they will be allowed to enter through the re- 
placement system, under which importers can renew 
their quotas each time a shipment of goods is sold. This 
72 per cent will include most of the raw material imports, 
cars, spare parts, and some consumer goods. 

Source: The Financial Times, London, England, Octo- 
ber 24, 1957. 


Growth of Bank of Rhodesia and Nyasaland 


The Bank of Rhodesia and Nyasaland further ex- 
tended its functions in September, when it became the 
clearing house between the local banks of the Federation 
of Rhodesia and Nyasaland and took over the Federal 
Government’s deposits which previously had been held 
by two private banks. Consequently, in the two-week 
period ended September 20, bankers’ deposits with the 
Bank of Rhodesia and Nyasaland increased by £1.5 mil- 
lion, to £10.6 million, and the balance sheet showed 
government deposits totaling £5.0 million. Since most of 
the transfers were made with London funds, the Bank’s 
foreign assets rose from £36.3 million to £42.2 million. 
Source: The Central African Examiner, Salisbury, South- 

ern Rhodesia, September 28, 1957. 
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